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SEC. 311. TEMPORARY SPECIAL RULES FOR TAX-
ATION OF LIFE INSURANCE COMPA-
NIES.

(a) REDUCTION IN MUTUAL LIFE INSURANCE
COMPANY DEDUCTIONS NOT TO APPLY IN CER-
TAIN YEARS.—Section 809 (relating to reduc-
tion in certain deductions of material life in-
surance companies) is amended by adding at
the end the following:

*“(j) DIFFERENTIAL EARNINGS RATE TREATED
AS ZERO FOR CERTAIN YEARS.—Notwith-
standing subsection (c¢) or (f), the differential
earnings rate shall be treated as zero for pur-
poses of computing both the differential
earnings amount and the recomputed dif-
ferential earnings amount for a mutual life
insurance company’s taxable years beginning
in 2001, 2002, or 2003.”

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to taxable
years beginning after December 31, 2000.

SEC. 312. AVAILABILITY OF MEDICAL SAVINGS
ACCOUNTS.

(a) IN GENERAL.—Paragraphs (2) and (3)(B)
of section 220(i) (defining cut-off year) are
each amended by striking ‘2002’ each place
it appears and inserting ¢‘2003”’.

(b) CONFORMING AMENDMENTS.—

(1) Paragraph (2) of section 220(j) is amend-
ed by striking ‘1998, 1999, or 2001’ each place
it appears and inserting ‘1998, 1999, 2001, or
2002”’.

(2) Subparagraph (A) of section 220(j)(4) is
amended by striking ‘‘and 2001’ and insert-
ing 2001, and 2002".

(c) EFFECTIVE DATE.—The amendments
made by this section shall take effect on
January 1, 2002.

SEC. 313. INCENTIVES FOR INDIAN EMPLOYMENT
AND PROPERTY ON INDIAN RES-
ERVATIONS.

(a) EMPLOYMENT.—Subsection (f) of section
45A is amended by striking ‘‘December 31,
2003’ and inserting ‘‘December 31, 2004”".

(b) PROPERTY.—Paragraph (8) of section
168(j) is amended by striking ‘‘December 31,
2003 and inserting ‘‘December 31, 2004’.

SEC. 314. SUBPART F EXEMPTION FOR ACTIVE FI-
NANCING.

(a) IN GENERAL.—

(1) Section 953(e)(10) is amended—

(A) by striking ‘“‘January 1, 2002’ and in-
serting ‘‘January 1, 2007, and

(B) by striking ‘‘December 31, 2001”° and in-
serting ‘“‘December 31, 2006°°.

(2) Section 954(h)(9) is amended by striking
“January 1, 2002 and inserting ‘‘January 1,
2007,

(b) LIFE INSURANCE AND ANNUITY CON-
TRACTS.—

(1) IN GENERAL.—Subparagraph (B) of sec-
tion 954(i)(4) is amended to read as follows:

‘“(B) LIFE INSURANCE AND ANNUITY CON-
TRACTS.—

‘(i) IN GENERAL.—Except as provided in
clause (ii), the amount of the reserve of a
qualifying insurance company or qualifying
insurance company branch for any life insur-
ance or annuity contract shall be equal to
the greater of—

“(I) the net surrender value of such con-
tract (as defined in section 807(e)(1)(A)), or

‘“(II) the reserve determined under para-
graph (5).

‘“(ii) RULING REQUEST, ETC.—The amount of
the reserve under clause (i) shall be the for-
eign statement reserve for the contract (less
any catastrophe, deficiency, equalization, or
similar reserves), if, pursuant to a ruling re-
quest submitted by the taxpayer or as pro-
vided in published guidance, the Secretary
determines that the factors taken into ac-
count in determining the foreign statement
reserve provide an appropriate means of
measuring income.”

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 2001.
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SEC. 315. REPEAL OF REQUIREMENT FOR AP-
PROVED DIESEL OR KEROSENE TER-
MINALS.
(a) IN GENERAL.—Subsection (e) of section
4101 is hereby repealed.
(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall take effect on
January 1, 2002.

Subtitle B—Temporary Assistance for Needy
Families
SEC. 321. REAUTHORIZATION OF TANF SUPPLE-
MENTAL GRANTS FOR POPULATION
INCREASES FOR FISCAL YEAR 2002.

Section 403(a)(3) of the Social Security Act
(42 U.S.C. 603(a)(3)) is amended by adding at
the end the following:

“(H) REAUTHORIZATION OF GRANTS FOR FIS-
CAL YEAR 2002.—Notwithstanding any other
provision of this paragraph—

‘“(i) any State that was a qualifying State
under this paragraph for fiscal year 2001 or
any prior fiscal year shall be entitled to re-
ceive from the Secretary for fiscal year 2002
a grant in an amount equal to the amount
required to be paid to the State under this
paragraph for the most recent fiscal year in
which the State was a qualifying State;

““(ii) subparagraph (G) shall be applied as if
‘2002° were substituted for ‘2001°; and

‘(iii) out of any money in the Treasury of
the United States not otherwise appro-
priated, there are appropriated for fiscal
year 2002 such sums as are necessary for
grants under this subparagraph.”.

SEC. 322. 1-YEAR EXTENSION OF CONTINGENCY
FUND UNDER THE TANF PROGRAM.

Section 403(b) of the Social Security Act
(42 U.S.C. 603(b)) is amended—

(1) in paragraph (2), by striking ‘‘and 2001’
and inserting ‘2001, and 2002"’; and

(2) in paragraph (3)(C)(ii), by striking
€¢2001” and inserting ¢‘2002°.

TITLE IV—TAX INCENTIVES FOR NEW
YORK CITY AND DISTRESSED AREAS
SEC. 401. TAX BENEFITS FOR AREA OF NEW YORK
CITY DAMAGED IN TERRORIST AT-

TACKS ON SEPTEMBER 11, 2001.

(a) IN GENERAL.—Chapter 1 is amended by
adding at the end the following new sub-
chapter:

“Subchapter Y—New York Liberty Zone
Benefits

‘“Sec. 1400L. Tax benefits for New York Lib-
erty Zone.
“SEC. 1400L. TAX BENEFITS FOR NEW YORK LIB-
ERTY ZONE.

‘“‘(a) EXPANSION OF WORK OPPORTUNITY TAX
CREDIT.—

‘(1) IN GENERAL.—For purposes of section
51, a New York Liberty Zone business em-
ployee shall be treated as a member of a tar-
geted group.

“(2) NEW YORK LIBERTY ZONE BUSINESS EM-
PLOYEE.—For purposes of this subsection—

‘“(A) IN GENERAL.—The term ‘New York
Liberty Zone business employee’ means,
with respect to any period, any employee of
a New York Liberty Zone business if sub-
stantially all the services performed during
such period by such employee for such busi-
ness are performed in the New York Liberty
Zone.

¢(B) INCLUSION OF CERTAIN EMPLOYEES OUT-
SIDE THE NEW YORK LIBERTY ZONE.—

‘(i) IN GENERAL.—In the case of a New
York Liberty Zone business described in sub-
clause (II) of subparagraph (C)(i), the term
‘New York Liberty Zone business employee’
includes any employee of such business (not
described in subparagraph (A)) if substan-
tially all the services performed during such
period by such employee for such business
are performed in the City of New York, New
York.

‘(i) LIMITATION.—The number of employ-
ees of such a business that are treated as
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New York Liberty zone business employees
on any day by reason of clause (i) shall not
exceed the excess of—

“(I) the number of employees of such busi-
ness on September 11, 2001, in the New York
Liberty Zone, over

‘“(IT) the number of New York Liberty Zone
business employees (determined without re-
gard to this subparagraph) of such business
on the day to which the limitation is being
applied.

The Secretary may require any trade or
business to have the number determined
under subclause (I) verified by the New York
State Department of Labor.

¢(C) NEW YORK LIBERTY ZONE BUSINESS.—

‘(i) IN GENERAL.—The term ‘New York Lib-
erty Zone business’ means any trade or busi-
ness which is—

““(I) located in the New York Liberty Zone,
or

““(IT) located in the City of New York, New
York, outside the New York Liberty Zone, as
a result of the physical destruction or dam-
age of such place of business by the Sep-
tember 11, 2001, terrorist attack.

¢‘(ii) CREDIT NOT ALLOWED FOR LARGE BUSI-
NESSES.—The term ‘New York Liberty Zone
business’ shall not include any trade or busi-
ness for any taxable year if such trade or
business employed an average of more than
200 employees on business days during the
taxable year.

‘(D) SPECIAL RULES FOR DETERMINING
AMOUNT OF CREDIT.—For purposes of applying
subpart F of part IV of subchapter B of this
chapter to wages paid or incurred to any
New York Liberty Zone business employee—

‘(i) section 51(a) shall be applied by sub-
stituting ‘qualified wages’ for ‘qualified
first-year wages’,

‘“(ii) the rules of section 52 shall apply for
purposes of determining the number of em-
ployees under subparagraph (B),

‘“(iii) subsections (c)(4) and (i)(2) of section
51 shall not apply, and

“(iv) in determining qualified wages, the
following shall apply in lieu of section 51(b):

‘() QUALIFIED WAGES.—The term ‘qualified
wages’ means wages paid or incurred by the
employer to individuals who are New York
Liberty Zone business employees of such em-
ployer for work performed during calendar
year 2002 or 2003.

‘“(II) ONLY FIRST $6,000 OF WAGES PER CAL-
ENDAR YEAR TAKEN INTO ACCOUNT.—The
amount of the qualified wages which may be
taken into account with respect to any indi-
vidual shall not exceed $6,000 per calendar
year.

“(b) SPECIAL ALLOWANCE FOR CERTAIN
PROPERTY ACQUIRED AFTER SEPTEMBER 10,
2001.—

‘(1) ADDITIONAL ALLOWANCE.—In the case of
any qualified New York Liberty Zone prop-
erty—

‘““(A) the depreciation deduction provided
by section 167(a) for the taxable year in
which such property is placed in service shall
include an allowance equal to 30 percent of
the adjusted basis of such property, and

‘(B) the adjusted basis of the qualified New
York Liberty Zone property shall be reduced
by the amount of such deduction before com-
puting the amount otherwise allowable as a
depreciation deduction under this chapter
for such taxable year and any subsequent
taxable year.

‘“(2) QUALIFIED NEW YORK LIBERTY ZONE
PROPERTY.—For purposes of this subsection—

‘“(A) IN GENERAL.—The term ‘qualified New
York Liberty Zone property’ means prop-
erty—

“(i)(I) to which section 168 applies which
has a recovery period of 20 years or less or
which is water utility property,



